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Abstract: The purpose of this study is to examine and analyse the components of 
liquidity, profitability, sales growth and firm size affect the dividend policy with 
capital structure as a moderating variable in the consumer goods industry sector 
companies listed on the Indonesia Stock Exchange. This research was conducted 
by observing manufacturing companies in the consumer goods industry sector in 
the Indonesia Stock Exchange in the period 2014 - 2018. The sampling technique 
used the census method. Hypothesis testing with panel data regression and analysis 
is done using the Eviews application tool. The results of this study prove that 
partially the profitability and sales growth variables affect dividend policy while 
the liquidity and firm size variables do not affect dividend policy. Whereas the 
results of capital structure research as a moderating variable prove that partially 
capital structure variables do not influence in moderating the effect of liquidity, 
profitability and firm size variables on dividend policy, conversely capital structure 
have an effect in moderating the effect of sales growth on dividend policy. 
 




The company aims to maximize the welfare of its owners (shareholders) 
through investment decisions and policies, funding decisions, and dividend 
decisions that are reflected in share prices on the capital market, when viewed from 
a management perspective. This goal is often translated as an attempt to maximize 
firm value. Baker, H., K. (2009) revealed that dividend policy is one of the financial 
decisions that must be made by managers where this decision serves as a signal 
device. 
Dividend payout ratio provides an illustration of how much the company’s 
contribution to dividend payments. The greater the dividend ratio, the greater the 
allocation of company profits for investors. Liquidity has a direct relationship with 
dividend policy where the greater the liquidity of a company, the greater the 
company’s ability to pay dividends, this is in line with research conducted by Mehta 
(2012), and Wicaksana (2012) which states that liquidity has a positive effect and 
significant towards dividend policy. 
Profitability describes the income a company has to finance investment. 
Profitability shows the ability of capital invested in overall assets to generate profits 
for investors. Companies that have high profitability tend to use relatively small 
debt because it allows companies to finance most of internal funding. From the 
value of profitability can be used to assess financial performance because the higher 
the value of profitability, the better the level of financial performance. 
Related to sales growth, companies must have the right strategy in order to 
win the market by attracting consumers to always choose their products. For this 
reason, the factors that influence sales must be properly considered. By knowing 
these factors, the company will establish policy data to anticipate the conditions 
that can be done, so that companies can sell products in large quantities and sales 
volume will increase resulting in company profits will increase as well. With the 
increase in corporate profits, the profits earned by investors increased. With these 
conditions, the demand for company shares will increase which will ultimately 
affect the company’s stock price increase. 
According to (Handayani & Hadinugroho, 2009) firm size is the size of a 
company, a large established company will have easy access to the capital market. 
This ease means a lot of flexibility and ability to obtain larger funds, thus companies 
are able to have a higher dividend payout ratio than smaller companies. So the 
bigger the firm size, the bigger the dividends will be. Syamsuddin (2009) states that 
capital structure is the determination of capital composition, namely the ratio 
between debt and own capital or in other words capital structure is the result or 
result of financing decisions (financing decisions) which essentially choose 
whether to use debt or equity to fund company operations . 
 
Figure 1.1 Average Dividend Payot Ratio (DPR) of PT Kimia Farma Tbk for 
the 2014 - 2018 Period (%) 
The picture above shows the distribution of dividends obtained by 
shareholders. In 2014 the average dividend distribution of PT Kimia Farma Tbk 
was 8.45%, then in 2015 the company did not distribute dividends to shareholders. 
In 2016 - 2017 has increased every year. And the following year, in 2018, the 
company will not distribute dividends to shareholders. The distribution of dividends 
is influenced by many factors. According to Mamduh (2008) several factors that 
affect dividend policy include: investment opportunities, profitability and liquidity, 
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2. Literature Review 
2.1 Bird in The Hand Theory 
Bird In The Hand Theory, the level of profit that is implied will increase if 
the dividend distribution is reduced because investors are more confident in 
receiving dividends than capital gains that will result from retained earnings. In 
other cases, investors view that one bird in the hand is more valuable than a 
thousand birds in the air. Signalling Theory, this theory underlies the notion that 
the announcement of a cash dividend change has information content that results in 
a stock price reaction. This theory also explains that information about cash 
dividends paid is considered by investors as a signal of future prospects. This 
assumption is caused by asymmetric information between managers and investors, 
thereby investors use dividend policy as a signal about the company’s prospects. If 
there is an increase in dividends will be considered a positive signal which means 
the company has a good prospect, causing a positive stock price reaction. 
Conversely, if there is a decrease in dividends will be considered a negative signal, 
which means the company has a prospect that is not too good, causing a negative 
stock price reaction. Pecking Order Theory, this theory briefly states that: (a) the 
company likes internal financing (funding from the company's operating results in 
the form of retained earnings), (b) If external funding will issue the safest securities 
first, i.e. it starts with the issuance of bonds , then followed by securities that are 
characterized by options (such as convertible bonds), only finally if still not 
sufficient, new shares are issued. In accordance with the theory, there is no target 
debt to equity ratio, because there are two types of own capital, namely internal and 
external. Own capital from inside the company is preferred over capital that comes 
from outside the company. 
2.2 Dividend Policy 
Gitman, L.J. (2009) states that “Corporate dividend policies must be 
formulated with two basic objectives, namely providing adequate financing and 
maximizing the wealth of company owners.” Many investors consider dividend 
policy to be important because investors have provided cash to companies in the 
hope that they will eventually get rewarded with one of them by dividends. 
2.3 Liquidity 
According to Kasmir (2012), liquidity illustrates a company’s ability to meet 
short-term obligations. Specifically, liquidity reflects the availability of funds 
owned by the company to meet all debts that are due. Low liquidity, resulting in the 
loss of the company’s opportunity to take advantage of discounted buying 
opportunities offered by suppliers. As a result, companies are forced to operate at 
high costs, thereby reducing the opportunity to achieve greater profits. 
2.4 Profitability 
Profitability describes the company’s ability to make a profit through all of 
its capabilities, and existing sources such as sales, cash, equity, number of 
employees, number of branches and so on. Profitability is far more important than 
the presentation of profit figures. Because high profits are not a measure or a 
guarantee that the company has worked well, whether the company has used its 
capital effectively and efficiently or not. Efficient can be known by comparing the 
profits obtained with an account that is expected to affect the ability to earn profits. 
Sales Growth 
The size of a company’s sales growth will affect the amount of funds needed 
for operations or investment activities. If the company focuses more on sales 
growth, the need for funds will be higher which forces management to pay low or 
no dividends (Hadiatmo, 2013). In general, fast-growing companies get positive 
results in terms of strengthening positions in the competitive era, enjoying market 
share sales. Fast-growing companies also enjoy the benefits of a positive image 
obtained, but the company must be extra careful, because the success obtained 
causes the company to be vulnerable to negative issues. 
2.5 Firm Size 
Firm size affects the company in obtaining funding. According to Mehta 
(2012), large companies will be easier to obtain funding in the capital market than 
small companies. Firm size in this study is measured by natural log to total assets. 
2.6 Capital Structure 
Capital Structure is a funding choice between debt and equity. The capital 
structure is related to the amount of debt and own capital used to finance the 
company’s assets. An effective capital structure can create companies with strong 
and stable finances. In looking at the company’s capital structure, investors cannot 
be separated from company information in the form of financial statements that are 
issued annually. Investors will conduct various analyses related to the decision to 
invest their capital in the company through information, one of which comes from 
the company’s financial statements. 
2.7 Hypothesis 
Based on the description above, the hypothesis in this study is as follows: 
H1: Liquidity has a Positive Effect on Dividend Policy 
H2: Profitability has a Positive Effect on Dividend Policy 
H3: Sales Growth has a Negative Effect on Dividend Policy 
H4: Firm Size has positive impact on Dividend Policy 
H5: The positive effect of liquidity on dividend policy is moderated by the capital 
structure 
H6: The positive effect of profitability on dividend policy is moderated by the 
capital structure 
H7: The positive effect of sales growth on dividend policy is moderated by the 
capital structure 




This research is an associative type of research with a form of causal relations. 
The study was conducted on companies manufacturing consumer goods industry 
sectors listed on the Indonesia Stock Exchange 2014 - 2018 from the Indonesia 
Stock Exchange website www.idx.co.id. 
Based on these criteria, 33 companies were selected as samples. Sampling 
was taken by Saturated Sampling. The research period is 5 years (2014 - 2018) so 
the number of samples is 165 samples. Data analysis models and techniques in this 
study use a panel data approach. Before testing hypotheses, the classical 
assumptions are tested for research data because they are a statistical requirement 
that must be met to carry out multiple linear regression analysis. In this study, the 
classic assumption tests to be used are the normality test, the multicollinearity test, 
the heteroscedasticity test, and the autocorrelation test. Then do the interaction test 
with the capital structure as a moderating variable. 
 
4. Result and Discussion 
4.1 Result 
To determine whether the estimated model is CEM or FEM in forming the 
regression model, the Chow test is used. Based on the results of the Chow test, it is 
known that the profitability value is 0.2882. Because the profitability value is 
0.2882> 0.05, the estimation model used is the common effect model (CEM). To 
determine whether the FEM or REM estimation model in forming the regression 
model, then used the Hausman test. The probability value is 0.2749. Because the 
probability value is 0.2749> 0.05, the estimated model used is the random effect 
model (REM). To determine whether the CEM or REM estimation model in 
forming the regression model, the Lagrange Multiplier test is used. Based on the 
results of the Lagrange Multiplier test, it is known that the probability value is 
0.2749. Because the profitability value is 0.2749> 0.05, the estimation model used 
is the Common Effect Model (CEM). 
In testing hypotheses, the coefficient of determination analysis, simultaneous 
effect testing (F test), and partial effect testing (t test) will be carried out. Based on 
the results of the analysis of the coefficient of determination, the coefficient of 
determination (Adjusted R-squared) of R2 is 0.1527. This value can be interpreted 
as liquidity, profitability, sales growth and firm size simultaneously or jointly affect 
the dividend policy of 15.27%, the remaining 84.73% is affected by other factors. 
The F test aims to test the effect of the independent variables together or 
simultaneously on the independent variables. Based on the results of the F Test, the 
Prob value is known. (F-statistics), that is 0.000004 <0.05, it can be concluded that 
all independent variables, namely liquidity, profitability, sales growth and firm size 
simultaneously, have a significant effect on dividend policy variables. In testing 
hypotheses, the coefficient of determination analysis, simultaneous influence 
testing (F test), and partial effect testing (t test) will be carried out. Statistical values 
of the coefficient of determination, F test, and t test are presented in Table 1. 
Table 1. Statistical values of the t test 
     Variable Coefficien
t 
Std. Error t-Statistic Prob.   
     Liquidity (X1) 0.009432 0.091553 0.103027 0.9181 
Profitability (X2) 0.137401 0.068291 2.011994 0.0459 
Sales Growth (X3) 0.204280 0.074183 2.753731 0.0066 
Firm Size (X4) 0.302336 0.129295 2.338346 0.0206 
C -0.689592 0.412936 -1.669973 0.0969 
Based on Table 1, obtained the multiple linear regression equation as follows. 
𝑌 =  −0,689 + 0,009𝑋1 + 0,137𝑋2 + 0,204𝑋3 + 0,302𝑋4 
1. The regression coefficient value of the liquidity variable is 0.009, which is 
positive. This means that liquidity has a positive effect on dividend policy. It 
is known that the Prob value is 0.9181, which is> the 0.05 significance level, 
so liquidity has no significant effect on dividend policy. 
2. The regression coefficient of the profitability variable is 0.137, which is 
positive. This means that profitability has a positive effect on dividend policy. 
It is known that Prob value is 0.0459, which is <0.05 significance level, so 
profitability has a significant effect on dividend policy. 
3. The regression coefficient of the sales growth variable is known to be 0.204, 
which is positive. This means that sales growth has a positive effect on 
dividend policy. It is known that the Prob value is 0.0066, which is <a 
significance level of 0.05, so sales growth has a significant effect on dividend 
policy. 
4. The regression coefficient of the firm size variable is known to be 0.302, 
which is positive. This means that firm size has a positive effect on dividend 
policy. The Probability value is 0.0206, which is <the significance level of 
0.05, then the firm size has a significant effect on dividend policy. 
Next is a moderation test, which tests whether the capital structure is 
significant in moderating the effect of liquidity, profitability, sales growth, firm size 
on dividend policy. The moderation test is carried out using an interaction test 
(MRA). Test results of the significance of capital structure in moderating the effect 
of liquidity on dividend policy. 
 
Table 2. Significance Test of Capital Structure in Moderating the Effect of 
Liquidity on Dividend Policy with the Interaction Test 




t-Statistic Prob.  
     Liquidity (X1) 0.291149 0.093215 3.123427 0.0021 
Capital Structure (Z) -0.410587 0.291179 -1.410082 0.1604 
Liquidity (X1) Capital Structure (Z) 0.063004 0.058378 1.079242 0.2821 
C -1.642994 0.480809 -3.417149 0.0008 
Based on Table 2, the interaction moderation equation is obtained as follows. 
𝑌 = −1,64 + 0,29𝑋1 − 0,41𝑍 + 0,06𝑋1𝑍 
Prob value in Liquidity (X1) Capital Structure (Z) is 0.2821, which is> 0.05, 
it is concluded that the capital structure is not significant in moderating the effect 
of liquidity on dividend policy. 
 
Table 3. Test of Significance of Capital Structure in Moderating the Effect of 
Profitability on Dividend Policy with Interaction Test 
     Variable Coefficient Std. Error t-Statistic Prob.  
     
Profitability (X2) 0.281137 0.072215 3.893054 0.0001 
Capital Structure (Z) -0.344673 0.166101 -2.075083 0.0396 
Profitability (X2) Capital 
Structure (Z) 
0.060164 0.067157 0.895873 0.3717 
C -0.651736 0.159467 -4.086954 0.0001 
Based on Table 3 the interaction moderation equation is obtained as follows. 
𝑌 = −0,65 + 0,28𝑋2 − 0,34𝑍 + 0,06𝑋2𝑍 
Prob value on Profitability (X2) Capital Structure (Z) is 0.3717, which is> 
0.05, it is concluded that the capital structure is not significant in moderating the 
effect of profitability on dividend policy. 
 
Table 4. Test the Significance of Capital Structure in Moderating the Effects 
of Sales Growth on Dividend Policy with the Interaction Test 




t-Statistic Prob.   
     Sales Growth (X3) 0.207038 0.080481 2.572497 0.0110 
Capital Structure (Z) -0.549491 0.170142 -3.229597 0.0015 
Sales Growth (X3) Capital 
Structure (Z) 
-0.202145 0.083974 -2.407237 0.0172 
C 0.217796 0.161578 1.347929 0.1796 
Based on Table 4, the interaction moderation equation is obtained as follows. 
𝑌 = 0,21 + 0,20𝑋3 − 0,54𝑍 − 0,20𝑋3𝑍 
Prob value on Sales Growth (X3) Capital Structure (Z) is 0.0172, ie <0.05, it 
is concluded that the capital structure is significant in moderating the effect of sales 
growth on dividend policy. 
 
Table 5. Test the Significance of capital structure in Moderating the Effect of 
Firm Size on Dividend Policy with the Interaction Test 




t-Statistic Prob.  
     Firm Size (X4) 0.554924 0.115789 4.792566 0.0000 
Capital Structure (Z) -0.506289 0.192017 -2.636690 0.0092 
Firm Size (X4) Capital 
Structure (Z) 
0.130602 0.082754 1.578197 0.1165 
C -1.361499 0.267839 -5.083283 0.0000 
Based on Table 5, the interaction moderation equation is obtained as follows. 
𝑌 = −1,36 + 0,55𝑋4 − 0,50𝑍 + 0,13𝑋4𝑍 
Prob value on Firm Size (X4) Capital Structure (Z) is 0.1165, which is> 0.05, 
it is concluded that capital structure is not significant in moderating the effect of 
firm size on dividend policy. 
 
4.2 Discussion 
The partial hypothesis testing results show that investment decisions with 
Current Ratio (CR) proxy have a positive effect but do not significantly affect 
Dividend Policy. The results of this study are supported by the results of research 
Sulistyaningsih (2012) and Wicaksana (2012) who suggest that the liquidity 
variable has a positive effect on the dividend payout ratio, which means the 
company is able to pay its short-term debt and distribute dividends to shareholders. 
This is also consistent with the signaling theory which states that information about 
cash dividends paid is considered by investors as a signal of future prospects and 
vice versa. The results of partial hypothesis testing indicate that profitability with 
the Return on Assets (ROA) proxy has a positive and significant effect on Dividend 
Policy. This is in line with research conducted by Sunarya (2013), Uwuigbe et al. 
(2012) and Wicaksana (2012) which stated that profitability variables significantly 
influence dividend policy. In accordance with the signalling theory which states 
that the company can generate the desired profit and be able to meet the distribution 
of dividends to shareholders. 
The partial hypothesis testing results show that Sales Growth with Sales 
proxy has a positive and significant effect on Dividend Policy. The results of this 
study are relevant to the results of research conducted by Nurmadinah (2014) 
partially, sales growth has a positive effect on Dividend Payout Ratio (DPR). 
Signaling theory emphasizes that dividend payments are a signal to investors that 
the company has the opportunity to grow in the future thus dividend payments will 
increase market appreciation of the shares of companies that distribute the 
dividends. The results of partial hypothesis testing indicate that firm size with proxy 
size has a negative effect and does not significantly affect Dividend Policy. The 
results of this study also support the results of research from Ooi (2001) and 
Sulistyaningsih (2012), namely firm size is stated to have no significant effect on 
dividend policy. This research is in line with the signalling theory which if there is 
an increase in dividends will be considered as a positive signal which means the 
company has a good prospect, causing a positive stock price reaction. The partial 
hypothesis test results show that the Capital Structure is not significant in 
moderating the effect of Liquidity on Dividend Policy. This is supported by Bird In 
The Hand Theory. Investors view that one bird in the hand is more valuable than a 
thousand birds in the air. The bird in question is dividends and a thousand birds in 
the air are capital gains. Dividends are more predictable while capital gains are 
more likely to be obtained from speculation because stock prices can change at any 
time. Dividends have a smaller risk. 
Moderating Test Results using the Interaction Test shows that the Capital 
Structure is not significant in moderating the effect of Profitability on Dividend 
Policy. This is in line with Signaling Theory which explains that if there is an 
increase in dividends it will be accompanied by an increase in share prices. 
Likewise with the opposite. This is another reason why investors prefer dividends 
over capital gains. Capital Structure has a significant effect in moderating the effect 
of Sales Growth on Dividend Policy. This is in line with Signalling Theory which 
states that if there is an increase in dividends will be considered as a positive signal 
which means the company has a good prospect, causing a positive stock price 
reaction. Conversely, if there is a decrease in dividends will be considered a 
negative signal. which means the company has a prospect that is not so good, 
causing a negative stock price reaction. Capital structure is not significant in 
moderating the effect of Firm Size on Dividend Policy. According to Mas'ud (2008) 
the greater firm size as indicated by total assets, the company will use a large 
amount of debt and has a higher amount of assets as well. This is in line with the 
Pecking Order Theory, if the use of internal funds is insufficient then the second 
alternative is to use debt. 
 
5. Conclusion and Suggestion 
5.1 Conclusion 
From the data analysis, hypothesis testing and research discussion, several 
conclusions can be drawn: 
1. Liquidity has a positive but not significant effect on Dividend Policy (DPR) 
in manufacturing companies in the consumer goods industry sector which are 
listed on the Indonesia Stock Exchange in 2014 - 2018. 
2. Profitability (ROA) has a positive and significant effect on Dividend Policy 
(DPR) in manufacturing companies in the consumer goods industry sector 
which are listed on the Indonesia Stock Exchange in 2014 - 2018. 
3. Sales Growth (Sales) has a positive and significant effect on Dividend Policy 
(DPR) in manufacturing companies in the consumer goods industry sector 
which are listed on the Indonesia Stock Exchange in 2014 - 2018. 
4. Firm Size (Size) has a negative and not significant effect on Dividend Policy 
(DPR) in manufacturing companies in the consumer goods industry sector 
which are listed on the Indonesia Stock Exchange in 2014 - 2018. 
5. Capital structure has no significant effect in moderating the effect of Liquidity 
on Dividend Policy (DPR) in manufacturing companies in the consumer 
goods industry sector which is listed on the Indonesia Stock Exchange in 
2014 - 2018. 
6. Capital structure has no significant effect in moderating the effect of 
profitability on Dividend Policy (DPR) in manufacturing companies in the 
consumer goods industry sector which are listed on the Indonesia Stock 
Exchange in 2014 - 2018. 
7. Capital structure has a significant effect in moderating the effect of sales 
growth on Dividend Policy (DPR) in manufacturing companies in the 
consumer goods industry sector which are listed on the Indonesia Stock 
Exchange in 2014 - 2018. 
8. Capital structure has no significant effect in moderating the effect of firm size 
on Dividend Policy (DPR) in manufacturing companies in the consumer 
goods industry sector which are listed on the Indonesia Stock Exchange in 
2014 - 2018. 
 
5.2 Suggestion 
The following are suggestions for various parties related to the results of 
research data analysis: 
1. The next researcher is expected to increase the number of other independent 
variables that are still not listed in this study. so adding variables will add new 
findings even better and is expected to affect dividend policy. 
2. The next researcher is expected to use other moderating variables besides the 
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